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that lands being offered have ex-
tremely high cost exploration and de-
velopment problems and that explo-
ration and development will not occur
on such lands unless the exemption is
granted.

[44 FR 38276, June 29, 1979; 44 FR 55380, Sept.
26, 1979, as amended at 45 FR 69174, Oct. 17,
1980; 47 FR 25971, June 16, 1982. Redesignated
and amended at 47 FR 47006, 47007, Oct. 22,
1982]

§ 256.43 Chargeability for production.
(a) As used in this section the fol-

lowing definitions shall control:
(1) Person means a natural person or

company.
(2) Company means a corporation, a

partnership, an association, a joint-
stock company, a trust, a fund, or any
group of persons whether incorporated
or not; it also means any receiver,
trustee in bankruptcy, or similar offi-
cial acting for such a company.

(3) Subsidiary means a company 50
percent or more of whose stock or
other interest having power to vote for
the election of directors, trustees, or
other similar controlling body of the
company is directly or indirectly
owned, controlled, or held with the
power to vote by another company; a
subsidiary shall be deemed a subsidiary
of the other company owning, control-
ling, or holding 50 percent or more of
the stock or other voting interest.

(4) Security or securities means any
note, stock, treasury stock, bond, de-
benture, evidence of indebtedness, cer-
tificate of interest or participation in
any profit-sharing agreement, collat-
eral-trust certificate, pre-organization
certificate or subscription, transferable
share, investment contract, voting-
trust certificate, certificate of deposit
for a security, fractional undivided in-
terest in oil, gas, or other mineral
rights, or, in general, any interest or
instrument commonly known as a ‘‘se-
curity’’ or any certificate of interest or
participation in, temporary or interim
certificate for, receipt for, guarantee
of, or warrant or right to subscribe to
or purchase any of the foregoing.

(b) A person filing a Statement of
Production under § 256.41 of this part
shall be charged with the following
production during the applicable prior
production period:

(1) The average daily production in
barrels of crude oil, natural gas, and
liquefied petroleum products which it
owned worldwide;

(2) The average daily production in
barrels of crude oil, natural gas, and
liquefied petroleum products owned
worldwide by every subsidiary of the
reporting person;

(3) The average daily production in
barrels of crude oil, natural gas, and
liquefied petroleum products owned
worldwide by any person or persons of
which the reporting person is a sub-
sidiary; and

(4) The average daily production in
barrels of crude oil, natural gas, and
liquefied petroleum products owned
worldwide by any subsidiary, other
than the reporting person, of any per-
son or persons of which the reporting
person is a subsidiary.

(c) A person filing a Statement of
Production shall be charged with, in
addition to the production chargeable
under paragraph (b) of this section, but
not in duplication thereof, its propor-
tionate share of the average daily pro-
duction in barrels of crude oil, natural
gas, and liquefied petroleum products
owned worldwide by every person:

(1) Which has an interest in the re-
porting person, and

(2) In which the reporting person has
an interest, whether the interest re-
ferred to in paragraphs (c) (1) and (2) of
this section is by virtue of ownership of
securities or other evidence of owner-
ship, or by participation in any con-
tract, agreement, or understanding re-
specting the control of any person or of
any person’s production of crude oil,
natural gas, or liquefied petroleum
products, equal to said interest. As
used in paragraph (c) of this section
‘‘interest’’ means an interest of at
least 5 percent of the ownership or con-
trol of a person.

(d) All measurements of crude oil and
liquefied petroleum products under this
section shall be at 60 °F.

(e)(1) For purposes of computing pro-
duction of natural gas under § 256.41 of
this part, chargeability under this sec-
tion, and reporting under § 256.46(g) of
this part, 5,626 cubic feet of natural gas
at 14.73 pounds per square inch (msl)
shall equal one barrel.
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(2) For purposes of computing pro-
duction of liquefied petroleum products
under § 256.41 of this part, chargeability
under § 256.46(g) of this part, 1.454 bar-
rels of natural gas liquids at 60 °F shall
equal one barrel of crude oil.

[44 FR 38276, June 29, 1979; 44 FR 55380, Sept.
26, 1979, as amended at 47 FR 25971, June 16,
1982. Redesignated at 47 FR 47006, 47007, Oct.
22, 1982]

§ 256.44 Bids disqualified.
The following bids for any oil and gas

lease shall be disqualified and rejected
in their entirety:

(a) A joint bid submitted by 2 or
more persons who are on the effective
List of Restricted Joint Bidders; or

(b)(1) A joint bid submitted by two or
more persons when 1 or more of those
persons is chargeable for the prior pro-
duction period with an average daily
production in excess of 1.6 million bar-
rels of crude oil, natural gas and
liquified petroleum products and has
not filed a Statement of Production as
required by § 256.41 of this part for the
applicable 6-month bidding period, or

(2) Any of those persons have failed
or refused to file a detailed report of
production when required to do so
under § 256.46(g) of this part, or

(c) A single or joint bid submitted
pursuant to an agreement (whether
written or oral, formal or informal, en-
tered into or arranged prior to or si-
multaneously with the submission of
such single or joint bid, or prior to or
simultaneously with the award of the
bid upon the tract) which provides:

(1) For the assignment, transfer, sale,
or other conveyance of less than a 100
percent interest in the entire tract on
which the bid is submitted, by a person
or persons on the List of Restricted
Joint Bidders, effective on the date of
submission of the bid, to another per-
son or persons on the same List of Re-
stricted Joint Bidders; or

(2) For the assignment, sale, transfer
or other conveyance of less than a 100
percent interest in any fractional in-
terest in the entire tract (which frac-
tional interest was originally acquired
by the person making the assignment,
sale, transfer or other conveyance,
under the provisions of the act) by a
person or persons on the List of Re-
stricted Joint Bidders, effective on the

date of submission of the bid, to an-
other person or persons on the same
List of Restricted Joint Bidders; or

(3) For the assignment, sale, transfer,
or other conveyance of any interest in
a tract by a person or persons not on
the List of Restricted Joint Bidders, ef-
fective on the date of submission of the
bid, to 2 or more persons on the same
List of Restricted Joint Bidders; or

(4) For any of the types of convey-
ances described in paragraphs (c) (1),
(2) or (3) of this section where any
party to the conveyance is chargeable
for the prior production period with an
average daily production in excess of
1.6 million barrels of crude oil, natural
gas and liquified petroleum products
and has not filed a Statement of Pro-
duction pursuant to § 256.41 of this part
for the applicable 6-month bidding pe-
riod. Assignments expressly required
by law, regulation, lease or stipulation
to lease shall not disqualify an other-
wise qualified bid; or

(d) A bid submitted by or in conjunc-
tion with a person who has filed a false,
fraudulent or otherwise intentionally
false or misleading detailed Report of
Production.

[44 FR 38276, June 29, 1979; 44 FR 55380, Sept.
26, 1979, as amended at 45 FR 69175, Oct. 17,
1980; 47 FR 25971, June 16, 1982. Redesignated
at 47 FR 47006, Oct. 22, 1982]

§ 256.46 Submission of bids.
(a) A separate sealed bid shall be sub-

mitted for each tract unit bid upon as
described in the notice of lease sale. A
bid may not be submitted for less than
an entire tract.

(b) MMS requires a deposit for each
bid. The notice of sale will specify the
bid deposit amount and method of pay-
ment.

(c) If the bidder is an individual a
statement of citizenship shall accom-
pany the bid.

(d) If the bidder is an association (in-
cluding a partnership), the bid shall be
accompanied by a certified statement
indicating the State in which it is reg-
istered and that it is authorized to hold
mineral leases on the OCS, or appro-
priate reference to statements or
records previously submitted to an
MMS OCS office (including material
submitted in compliance with prior
regulations).
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